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The release of the “China Advance Pricing Arrangement 
Annual Report (2009)” has been consistently well-received 

by enterprises and our peers. We therefore issue the 2010 Annual 
Report, prepared subsequent to the release of the relevant statistics.

In recent years, China’s State Administration of Taxation (“SAT”) 
has been placing greater emphasis on tax services, while at the same 
time strengthening tax administration pursuant to the relevant laws 
and regulations.  Accordingly, the SAT has held fi rm to the target of 
focusing on “both prevention and investigation”, creating a three-in-
one standard anti-avoidance system which integrates “administration, 
services and investigation”. The Advance Pricing Arrangement 
(“APA”) lies at the core of the “services” aspect.  We believe that 
certainty is the highest level of tax services that tax authorities could 
offer to taxpayers, and APAs are aimed at providing the taxpayer 
with certainty on its transfer pricing. Th erefore, we seek to encourage 
taxpayers’ voluntary compliance by improving tax services, coupled 
with strengthening transfer pricing administration and investigating 
non-compliance. 

APAs in China have undergone rapid development since 2009, 
and the APA program has become an integral part of China’s anti-tax 
avoidance administration system. In 2010, Chinese tax authorities 
concluded and signed four unilateral APAs and four bilateral APAs, 
with additional APAs currently under examination. 

This report, which represents one of the key measures the 
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SAT takes to increase the transparency of the APA program, introduces China’s APA program, its 
implementation procedures, development of APA practices, and off ers statistics and analyses of China’s 
APA program for the period from 2005 through 2010. Th e SAT hopes it will provide useful guidance 
to taxpayers, especially multinational enterprises investing in China as well as Chinese enterprises 
with overseas investments, thus helping our society, overseas tax administrations, and international 
organisations to deepen their understanding of China’s APA practices.

  

Wang Li

Deputy Commissioner 
the State Administration of Taxation

October 2011
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This is the second annual APA report released by the State 
Administration of  Ta x ation (“SAT ”) to descr ibe the 

mechanisms, procedures, and implementation of the APA program 
in China.  Th is report is intended to provide guidelines to enterprises 
interested in entering into APAs with the Chinese tax authorities, and 
to serve as a reference for competent authorities of other countries① 
and the general public to bett er understand China’s APA program.

This report provides statistics for the period from 1 January 
2005 to 31 December 2010. This report follows the previous 2009 
annual report with respect to the framework.  Additions to this report 
include updated statistics, an additional chapter on the protection of 
taxpayers’ rights (Chapter IV) and a revised Section 5 of Chapter III.

This report does not have legal validity, and therefore should 
not be regarded as a legal basis for enterprises or any Chinese tax 
authorities to negotiate or conclude an APA.

①　For the purpose of this report, “other countries” includes regions with 
independent tax jurisdiction.

Notes
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A. Pre-fi ling Meeting

Prior to the formal application for an APA, the enterprise should submit a lett er of intent (“LOI”) to 

apply for an APA to the tax authority.  When applying for a bilateral (or multilateral) APA, the enterprise 

must submit LOIs to both the SAT and the in-charge local tax authority.

Th e in-charge tax authority (or the SAT in the case of a bilateral or multilateral APA), may conduct a 

pre-fi ling meeting with the enterprise to discuss relevant matt ers and the feasibility of reaching an APA, and 

complete an “APA Meeting Record” (see Appendix I).  During the pre-fi ling meeting, the tax authority will 

discuss with the enterprise based on the type of the APA application.

(1) Contents of the pre-fi ling meeting

If the enterprise applies for a unilateral APA, the following topics will generally be discussed in the pre-

fi ling meeting:

a. Years to be covered under the arrangement;

b. Related parties involved and related party transactions to be covered under the arrangement;

c. Overview of the enterprise’s business operations in prior and future years;

d. Functional and risk profi les of related parties involved in the APA application;

e. Whether the methodology in the arrangement would be applied to resolve transfer pricing issues in 

prior years; and 

f. Any other situations requiring explanation.

If the enterprise applies for a bilateral APA or multilateral APA, the following areas shall be discussed in 

addition to the items above:

a. Any request by the enterprise for arrangement of a pre-filing meeting with relevant competent tax 

authority or authorities involved in the APA;

b. Overview of business operations of related parties involved in the APA and their related party 

transactions in prior years; and

c. The transfer pricing methodology and calculation method of the APA proposed to the relevant 

competent tax authority or authorities involved in the APA.

(2) Form of the pre-fi ling meeting and follow-up matt ers

Th e pre-fi ling meeting can be held anonymously.

If the two parties form a consensus aft er the pre-fi ling meeting, the tax authority will issue the “Notice 





11

C
hina A

dvance P
ricing A

rrangem
ent 

A
nnual R

eport (2
0

1
0

)

Enterprises may apply for an extension to tax authorities relating to the submission of the formal writt en 

application package and submit the “Application for Extension of Submitting the Formal Application for 

APA” (see Appendix VI) under the following exceptional circumstances:

(1)  Certain information requires special preparation;

(2) Certain information requires technical processing, such as translation; and

(3) Other non-subjective reasons.

Th e tax authority shall provide a writt en response to the enterprise and issue the “Reply to Application 

for Extension of Submitt ing the Formal Application for APA” (see Appendix VII) to the enterprise. If the 

tax authority fails to reply within the specifi ed timeframe, it is deemed to have granted an extension to the 

enterprise.

When the enterprise applies for a bilateral (or multilateral) APA, the reports it submit to the two (or the 

respective) competent authorities should be consistent.  If the application report is originally prepared in a 

foreign language, it should be fully translated into Chinese when submitt ed to the Chinese tax authorities with 

no deletions or abridgement.  Th e relevant foreign-language contracts should also be translated into Chinese.

 

C. Examination and Evaluation

Upon receipt of the formal APA application package and other required documents, the tax authority 

will evaluate the documents and form a position within fi ve months, and may request additional information 

from the enterprise during the evaluation process.

The scope of examination and evaluation conducted by the tax authority will mainly cover the 

following: 

(1) Overview of historical operations;

(2) Functional and risk profi les;

(3) Comparable information;

(4) Critical assumptions;

(5) Transfer pricing methodology and calculation method; and

(6) Expected arm’s length price or profi t range.

If needed, the tax authority will conduct an on-site audit to evaluate the actual operation of the 

enterprise. 

If the evaluations need to be extended due to special factors, the tax authorities should formally inform 

the enterprise, and issue the “Notice of Extension of Examination and Evaluation of APA” (see Appendix 
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and then according to the signed bilateral or multilateral APA, the in-charge tax authority signs a “Bilateral 

(Multilateral) APA Implementation Agreement” (see Appendix X) with the legal representative or the 

representative authorized by the legal representative of the enterprise in accordance with the signed bilateral 

or multilateral APA.

F. Implementation and Monitoring

The enterprise shall maintain a complete record of relevant documents and information (including 

accounting records and other relevant records), and shall file an annual compliance report in relation to 

implementation of the APA to the tax authority within fi ve months aft er the end of each year.

During the term of the APA, the tax authority shall regularly inspect the enterprise’s compliance.  If 

actual operating results of the enterprise fall outside of the agreed range of prices or profits under the 

arrangement, the tax authority shall adjust the actual operating results to the agreed prices or profits 

in accordance with the APA.  In the case of a bilateral or multilateral APA, such an adjustment shall be 

submitt ed to the SAT for approval.

During the term of the APA, if there are substantial changes that affect the implementation of the 

APA, the enterprise should report these changes to the tax authority in writing with a detailed explanation 

regarding the impact of these changes on the implementation of the APA within 30 days.

Based on the review of the enterprise’s operation, the tax authority will discuss with the enterprise 

and either revise the provisions and relevant conditions of the arrangement or terminate the arrangement, 

depending on the impact of the changes on the implementation of the APA.

3. Rollback

Negotiation and signing of the APA does not aff ect transfer pricing audits conducted and adjustments 

made by tax authorities on the enterprise’s related party transactions in the year during which the enterprise 

submits its formal writt en application or any prior year. 

If the related party transactions in the year of application or any prior year are the same as or similar 

to those covered in the APA, subject to the enterprise’s application, the transfer pricing methodology and 

calculation method specifi ed in the APA can be applied to the evaluation and adjustment of the related party 

transaction in the year of application or any prior year upon the tax authorities’ approval.

Th e rollback stipulation has the advantage of resolving many years of potential transfer pricing issues 
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Chart 5-1　Number of APAs Signed  2005 - 2010

As shown in the chart above, the number of unilateral APAs is decreasing year by year, while the number 

of bilateral APAs is generally increasing.  From 2005 to 2008, more unilateral than bilateral APAs were signed 

every year.  However, the number of bilateral APAs exceeded that of unilateral APAs in 2009 for the fi rst 

time, representing the APA program’s principal component.  In 2010, the number of bilateral APAs signed 

was equal to that of unilateral APAs.  Th is indicates that taxpayers are att aching more importance to bilateral 

APAs and looking for ways to resolve bilateral international transfer pricing issues and avoid double taxation 

through the MAP process.  It also refl ects the SAT’s intensifi ed eff ort in promoting the MAP program.
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The “Accepted Applications” category, as displayed in Exhibit 5-2, refers to APA applications which 

the tax authorities have accepted as submitt ed by the enterprises but where an agreement has not yet been 

achieved.  Applications falling into this category are either under examination and evaluation or under 

negotiation.  The other main category, “Concluded APAs”, includes APAs that have been agreed but not 

signed, APAs that are being executed and monitored, and APAs that have expired. China currently has 

48 unilateral APAs in the “Concluded Applications” category, of which 34 have expired and 11 are under 

execution.  Th ere are only 4 unilateral APAs under the “Accepted Applications” category, 27 unilateral APA 

applications in the pre-fi ling meeting phase and 4 at the unilateral APA proposal phase.  Regarding bilateral 

APAs, 18 bilateral APAs have been concluded, of which 2 are agreed to be signed and 3 expired.  Th e other 

13 concluded bilateral APAs are under implementation.  There are 21 bilateral accepted applications, 

including 9 under examination and evaluation and 12 under negotiation.  In addition, 10 enterprises have 

conducted pre-fi ling meetings with tax authorities and 24 enterprises have indicated their intention to apply 

for bilateral APAs with the tax authority.

While far more unilateral APAs than bilateral APAs have been concluded, most concluded unilateral 

APAs were signed several years ago and have therefore already expired. In contrast, of the proposed and 

accepted APA applications, there are fewer unilateral than bilateral applications, suggesting that bilateral 

APAs are expected to increase signifi cantly both in terms of number and workload in the coming years.  As 

the Chinese tax authorities aim to steadily promote the APA program and to improve the quality of the APA 

examination work, they have devoted special eff orts to the pre-fi ling examination process.  Th erefore, many 

enterprises’ APA applications are still at the pre-acceptance stages.
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The time required to complete the entire APA process depends on many factors including the type 

of APA (i.e. unilateral, bilateral, or multilateral), the complexity of issues involved, the quality of the 

documents provided by the enterprises, the effi  ciency of the tax offi  cers’ review process, and the extent of 

the enterprise’s cooperation (e.g. timely provision of information).

The Chinese tax authorities generally aim to complete the review and negotiation process within 12 

months for unilateral APAs and within 24 months for bilateral APAs.  Bilateral APAs involve negotiations 

with relevant competent authorities through the MAP process and therefore require more time to reach a 

consensus than unilateral APAs do.

6. APAs by Transfer Pricing Method

Th e chart below shows the transfer pricing methods applied in both the unilateral and bilateral APAs 

signed in 2010①.

Chart 5-3  Transfer pricing methods applied in APAs signed between 2005 and 2010

①　Some APAs involve two or more kinds of transactions and multiple transfer pricing methods may be used.
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Appendix  Ⅱ

Notice of Formal Meeting of the APA

                Shui Yu Yue [     ] No.

                            :

In accordance with the “Corporate Income Tax Law of the People’s Republic of China” and its 

Implementation Regulations, the “Law of the People’s Republic of China on the Tax Collections and 

Administration” and its Implementation Regulations, and the relevant provisions in the tax treaty entered 

into by the government of the People’s Republic of China and the government of                 , and given that 

your Enterprise has indicated during the stage of pre-fi ling meeting that you could provide the necessary 

information for an Advance Pricing Arrangement, aft er careful  consideration, we hereby agree to proceed to 

formal negotiation with your Enterprise in connection with the Advance Pricing Arrangement.

     Notice is hereby given.

                                Tax Authority (Offi  cial Stamp):

(Date)
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Appendix  Ⅳ

Formal Application Letter for APA

                            Tax Authority：

In accordance with the “Corporate Income Tax Law of the People’s Republic of China” and its 

Implementation Regulations, the “Law of the People’s Republic of China on the Tax Collections and 

Administration” and its Implementation Regulations, and the relevant provisions in the tax treaty 

entered into by the government of the People’s Republic of China and the government of                       , 

and in accordance with the requirements in the “Notice of Formal Meeting of the Advance Pricing 

Arrangement” (Shui Yu Yue [    ] No.) issued by your bureau on [Date], we hereby formally apply for an 

Advance Pricing Arrangement for the transaction(s) between our Enterprise and the following related 

party(ies):                             .  Please sign and acknowledge receipt of this application.  

Enclosures: Total           copies           pages 

1.

2.

3.

┊

Name of Enterprise (Offi  cial Stamp):

Taxpayer Identifi cation Number: □□□□□□□□□□□□□□□

Legal Representative (Offi  cial Stamp):

                                       (Date)
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Appendix  Ⅴ

Application to Initiate Mutual                                       
Agreement Procedures

No.:：

Basic 
information 
of the 
applicant

 
Th e 
party in 
the other 
treaty 
country 
/ region 
partner

Name
(Chinese and English)

Detailed address
(Chinese and English)

Taxpayer registration number or 
identifi cation number Postcode

Contact Person
 (Chinese and English)

Contact telephone 
number

Name and address of the tax authority 
in charge (Chinese and English)

Th e 
party in 
China

Name  

Detailed address  Postcode

Contact person  Contact telephone 
Number

Tax authority in 
charge  

Th e other treaty partner: country or region 
or special administrative region 
(Chinese and English)

Summary 
of the issue 
to negotiate

Facts:

Issues:

Th e applicant’s opinion on the issue 
and the relevant basis thereof

Th e opinion of the tax authority in charge in the 
other treaty country/region partner on the issue 
and the relevant basis thereof

Att achment list (Total items          ):
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Appendix  Ⅵ

Application for Extension of Submitting                            
the Formal Application for APA

Name of 

Enterprise

Legal 

Representative

Taxpayer 

Identifi cation 

Number
□□□□□□□□□□□□□□□

Financial Person 

in-charge 

and Contact 

Telephone 

Number

Reason(s) and 

Time Limit 

for Extension 

of Submitt ing 

the Formal 

Application

         Name of Enterprise (Offi  cial Stamp):

                    

                                          Legal Representative (Offi  cial Stamp):

 (Date)
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Appendix  Ⅷ

Notice of Extension of Examination                                   
and Evaluation of APA

                 Shui Yu Shen Yan [      ] No.

                            :

Referring to your enterprise’s formal application for Advance Pricing Arrangement on [date], the 

evaluation period has been extended to [date], due to the special circumstances stated below:

1.

2.

3.

┆

Notice is hereby given.

                                Tax Authority (Offi  cial Stamp):

(Date)
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being                            .

Article 5   Critical Assumptions

Th e transfer pricing methodology and calculation method used in this APA are based on the following 

assumptions:  

                                                                                                                                                     

During the covered period, in case any of the above critical assumptions should change, the taxpayer 

should report to the in-charge tax authority within 30 days aft er the change takes place. Depending on the 

circumstances, the in-charge tax authority and the taxpayer may amend or terminate this APA.

Article 6   Transfer Pricing Principle and Calculation Method

The transfer pricing principle and calculation method used in this APA for the transactions  

between                            (company name) and its related party(ies) should comply with the arm’s length 

principle. Th e specifi c transfer pricing principle and calculation method are based on                           .

 

Article 7   Annual Compliance Report

During the covered period of the APA, the taxpayer should fi le annual compliance reports in relation 

to the implementation situation of the APA within 5 months aft er the end of the taxable year, together with 

the following documents:

                                                                                                                                                     

Article 8   Tax Inspection

This APA should list the content and requirements of the in-charge tax authority’s review and 

evaluation on the taxpayer’s implementation of the APA.

Article 9   Legal Binding Force of this APA

During the covered period of this APA, as long as the taxpayer complies with all the articles and 
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This APA is signed by the legal or authorized representatives of the in-charge tax authority and the 

taxpayer in (city), (province) on (day-month-year).

If the in-charge tax authority or the taxpayer amends or terminates this APA, the party should 

notify the other party.  Th e notifi cation should include the time of and the reason for the amendment or 

termination in writt en form.

Article 14   Avoidance of Double Taxation

Th e APA should list the method and content of the avoidance of double taxation.

Article 15   Supplementary Provisions

Th is APA should be prepared in Chinese, in two copies, one for the in-charge tax authority and the 

other for the taxpayer, each of which should have full authenticity. In case one party translates the APA into 

a foreign language and disputes arise in the interpretation of the APA, the Chinese version should prevail.

                         Tax Authority                           (Enterprise)

Signature: Date:  Signature: Date:

Title: Stamp: Title: Stamp:
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Appendix  Ⅺ

APA Renewal Application

                            Tax Authority:

Th e Advance Pricing Arrangement signed on (date-month-year) between our company and your offi  ce 

will expire on (date-month-year).  Aft er expiration, the facts and the relevant sett ing in relation to the related 

party transactions in the future years (i.e. from   <year>   to   <year> ) will be the same as  or similar to those 

under the existing Advance Pricing Arrangement, without material changes. Therefore, we submit this 

application for a renewal of the Advance Pricing Arrangement for your review and approval.

Enterprise Name (Offi  cial Stamp):

Taxpayer Identifi cation Number: □□□□□□□□□□□□□□□

Date:

Att achments:

1. Th e existing Advance Pricing Arrangement (photocopy)

2. The annual compliance reports in relevant years regarding implementation of the Advance Pricing 

Arrangement 

3. Supporting documents to prove that the facts and the relevant setting under the existing Advance Pricing 

Arrangement have not materially  changed, and projections for future tax years to be covered by the renewal.




